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President’s Report to Stockholders 

W E submit for your consideration the annual Consolidated Balance 
Sheet and Summary of the Consolidated Income and Surplus for 
the year 1941; also comparative income statements for the five years be¬ 
ginning with 1937. 

Net income for the year 1941 before federal and foreign income and 
profits taxes of $6,299,619.33 is $881,018.15 more than for 1940. After 
deducting these taxes and the necessary adjustments to market of securities, 
the net income available for dividends is $61,066.55 less than in 1940. After 
payment of the preferred dividend and $4.00 on the common stock there is 
a balance to surplus of $207,610.99. Our surplus shows a reduction of 
$751,405.89, resulting from additional payments of $1,337,997.76 made 
during the year on past service retirement annuities. You will remember 
that our retirement plan was approved by our stockholders in 1938. 

In the United States our total volume package goods in 1941 was ahead 
of 1940. We more than made up the loss of two and one-fourth per cent 
reported last year. 

In Canada our total 1941 grind was considerably larger than 1940 due 
to the purchase of bulk rolled oats and flour by the British Government. 
We are still unable to secure permits to ship Quaker Oats from Canada to 
Great Britain. Our Canadian Domestic package business in 1941 was less 
than in 1940. 

Our British Company is operating substantially as reported last year. 
Since December, communication from our plants in Germany, Holland, 
and Denmark has ceased. Last reports indicated these plants to be in good 
condition and in full operation. In each case, they are in the hands of 
competent local management. 

Our inventories show an increase of nearly $7,000,000.00, of which about 
$4,200,000.00 is in grain and the balance in miscellaneous supplies. Our 
grain increase is due to heavier stocks and an increase in the price level of 
from ten to twenty per cent. Miscellaneous supplies include all package 
materials and feed ingredients. During the year package supplies and many 
feed ingredients have increased in cost from ten to fifty per cent. 

In June, 1941, we purchased the plant of the Kimbell Milling Company, 
and the plant and some of the brands of the Commander-Larabee Milling 
Company, for approximately $560,000.00. These plants are located on ad¬ 
joining properties in Sherman, Texas. The Kimbell Company manufactured 
flour, rolled oats, corn meal, and feed; the Commander-Larabee Milling 
Company, flour. In these purchases we secured grain storage of fireproof 
construction having a capacity of more than two million bushels. For some 
time we have been considering the establishment of a general milling plant 
in Texas in order to place ourselves in a better competitive and service 






position. We believe we secured these properties on an attractive cost basis 
and that we will be able to materially increase our business in the Southwest. 
We will spend from $75,000.00 to $100,000.00 in changing and revamping 
production units. 

In March, 1941, we acquired a half interest in patents relating to the 
production of Dehydrated Cereal Grasses and in Cerophyl Laboratories, Inc., 
of Kansas City, which is operating under these patents. Our investment, 
including an interest in an affiliated company, was $1,214,881.75. Of this, 
$464,881.75 has been paid and the balance will be payable at the rate of 
$100,000.00 per year. To December 31, $21,177.11 additional was expended 
in further patent development. 

We have been using the Dehydrated Cereal Grasses for several years in 
our Ful-O-Pep Poultry Feeds. These grasses are a rich and natural source of 
many vitamins that animals and humans need. In these grass vitamins there 
is a grass juice factor which scientists have not yet been able to identify 
chemically, but which feeding results show is of real value to animals and 
probably to humans. The excellent results obtained through the use of this 
product in our poultry feeds have helped us to increase materially our 
tonnage. The use of these products by humans is being provided for in 
products called Viet and Cerophyl, which are excellent sources of essential 
vitamins. We shall be glad to send samples to any of our stockholders who 
would like to have them. 

We have been asked by the War Department to undertake the manage¬ 
ment of a bomb loading plant to be built by the Government. A subsidi¬ 
ary corporation has been formed which it is expected will enter into a 
contract with the United States for that purpose. In these difficult days we 
are anxious as individuals and as a company to do everything we can to help 
produce and secure the materials our Government needs to win the war. 

I am sure our stockholders will be interested in a report of defense bond 
purchases by our United States employees. A committee of young Quakers 
in the Chicago Office decided these bonds were a good investment and that 
we ought to help our Government by purchasing them. They went to work 
and I think they have done a fine, patriotic job and by their work have 
helped make each one of us a more thoughtful citizen. Ninety-nine per cent 
of all United States Quaker employees, no matter where they work or what 
they do, are now defense bond purchasers each pay day. A fine record. 

Once more I want to express our appreciation and thanks to our Quaker 
men and women wherever they are for their loyal help in building and pro¬ 
tecting our business in these difficult times. To our men who are serving 
their Country in different parts of the world, we send this message, “We 
think of you often, we are proud of you, and will back you up in every 
way we can.” 


Chicago, February 11, 1942. 


JOHN STUART 
President 







The Quaker Oafs (pmpany 

(Incorporated in New Jersey) 

And Subsidiary Companies 

(United States and Canada) 


Consolidated Balance Sheet December 31, 1941 

Compared with 1940 

ASSETS 


CURRENT ASSETS: 


December 31, 1941 December 31, 1940 


Cash on hand and in banks.$ 3,990,014.12 

Accounts Receivable (less reserves) .... 5,859,478.15 

Inventories of Grain, Materials, Prod¬ 
ucts and Supplies . 14,819,666.60 

Government Securities, direct and guar¬ 
anteed . 7,048,009.60 

Municipal Securities . 50,000.00 

$31,767,168.47 


OTHER RECEIVABLES AND INVESTMENTS: 
Investments in and advances to non- 


consolidated subsidiaries: 

Domestic — partially owned . $ 214,881.75 

Foreign . 1,604,623.01 

Stock Purchase and other indebtedness 

of employees . 59,981.48 

Company’s Capital Stock (for employ¬ 
ees) . 236,422.34 

Miscellaneous Investments . 20,527.50 


$ 2,136,436.08 

DEFERRED CHARGES: 

Insurance and other prepaid expenses . . $ 259,197.58 


$ 4,869,051.84 
3,888,904.10 

8,022,999.80 

14,307,323.34 

40,000.00 

$31,128,279.08 


$ 57,500.00 

1,605,455.94 

56,315.33 

342,255.09 
20,527.50 
$ 2,082,053^86 


$ 250,896.07 


LAND, BUILDINGS, MACHINERY, 

AND EQUIPMENT . $30,307,774.62 $29,700,081.69 

Less Depreciation Reserve . 15,245,234.66 14,891,048.33 

$15,062^539.96 $14,809,033.36 


TRADE MARKS, TRADE RIGHTS, 

PATENTS, AND GOODWILL . $11,086,767.28 $1 0,135, 506.07 

$60,312,109.37 $58,405,768.44 


See General Notes. 

































The Quaker Oats (pm parry 

(Incorporated in New Jersey) 

And Subsidiary Companies 

(United States and Canada) 


Consolidated Balance Sheet December 31, 1941 

Compared with 1940 


LIABILITIES 


CURRENT LIABILITIES: 


December 31, 1941 December 31, 1940 


Accounts Payable . $ 1,528,108.96 

Accrued Liabilities (taxes, wages and 

other compensation, advertising, etc.) 3,816,995.45 
Due to Subsidiaries: 


Domestic—partially owned . 5,828.84 

Foreign . 610,198.65 

Dividends declared, payable after De¬ 
cember 31 . 270,000.00 


$ 6,231,131.90 


$ 908,251.85 

2,998,476.63 

9,820.01 

72,635.01 

270,000.00 
$ 4,259,183.50 


PATENT PURCHASE CONTRACT 
PAYABLE (serially 1943 to 1948 inclusive)$ 650,000.00 


APPROPRIATED SURPLUS- RESERVES: 


For Inventory Shrinkage . $ 2,250,000.00 

For Advertising . 2,050,000.00 


For Insurance and Other Contingencies 1,378,592.92 
ForNonconsolidatedForeign Subsidiaries 259 ,679.33 

$ 5,938,272.25 

CAPITAL STOCK. 


$ 2,250,000.00 
2,050,000.00 
1,342,794.50 
259,679 .33 
$ 5,902,473.83 


Preferred, 6% Cumulative, 

shares of $100.00 each . $18,000,000.00 $18,000,000.00 

Authorized 250,000 shares 
Issued 180,000 shares 

Common, no par value . 15,210,000.00 15,210,000.00 

Authorized 800,000 shares 

Issued 702,000 shares __ 


$33,210,000.00 $33,210,000.00 


$ 14,282,705.2 2 $15,034,111.11 

$60,312,109.37 $58,405,768.44 


SURPLUS 





























The Quaker O&ts (pmpany 

(Incorporated in New Jersey) 

And Subsidiary Companies 

(United States and Canada) 

Summary of Consolidated Income and Surplus 

For the Year Ended December 31, 1941 

Year Ended 
December 31, 1941 

Consolidated earnings from operations, before depreciation $ 7,004,434.93 
Depreciation 815,785.40 


Consolidated net earnings from operations 

$ 6,188,649.53 

Dividends from nonconsolidated foreign subsidiaries 

88,454.63 

Other dividends and interest received 

22,515.17 

Net income, before federal and foreign income and profits 
taxes 

$ 6,299,619.33 

Federal and foreign income and profits taxes 

2,084,559.09 

Net income for the year, before adjustments 

$ 4,215,060.24 

Adjustments for prior years—net {credit) 


Adjustment to market of securities and foreign net 
current assets {credit) 

134,616.25 

Net income 

$ 4,080,443.99 

Surplus at beginning of year 

15,034,111.11 

Gross surplus 

$19,114,555.10 

Surplus charges: 

Dividends: Preferred stock 

Common stock 

$ 1,074,621.00 
2,798,212.00 

Total dividends 

$ 3,872,833.00 

Past Service Retirement Annuities 

923,218.46 

Surplus reserves—net increase {decrease) 

35,798.42 

Surplus at end of year 

$14,282,705.22 


See General Notes. 














The Quaker (pmpany 

(Incorporated in New Jersey) 

And Subsidiary Companies 

(United States and Canada) 


Summary of Consolidated Income and Surplus 
For Previous Years 


Year Ended 
December 31, 1940 

Year Ended 
December 31, 1939 

$ 6,189,381.89 

$ 6,914,498.89 

928,451.56 

906,194.47 

$ 5,260,930.33 

$ 6,008,304.42 

124,629.37 

356,500.39 

33,041.48 

70,977.51 

$ 5,418,601.18 

$ 6,435,782.32 

1,289,975.14 

1,012,930.10 

$ 4,128,626.04 

$ 5,422,852.22 

60 , 027.16 


47,142.66 

259,829.42 

$ 4,141,510.54 

$ 5,163,022.80 

16,277,164.45 

16,578,393.84 

$20,418,674.99 

$21,741,416.64 

$ 1,074,606.00 

$ 1,074,607.50 

3,497,765.00 

3,497,765.00 

$ 4,572,371.00 

$ 4,572,372.50 

780,302.98 

858,736.79 

31,889.90 

33,142.90 

$15,034,111.11 

$16,277,164.45 


Year Ended 
December 31, 1938 

Year Ended 
December 31, 1937 

$ 7,659,410.28 

$ 5,258,165.49 

879,795.53 

869,232.46 

$ 6,779,614.75 

$ 4,388,933.03 

124,439.77 

149,521.67 

130,997.49 

127,738.63 

$ 7,035,052.01 

$ 4,666,193.33 

1,154,184.12 

572,552.06 

$ 5,880,867.89 

$ 4,093,641.27 


94,S58-S0 

20 , 713.87 

31,773.85 

$ 5,901,581.76 

$ 4,156,425.92 

16,937,920.09 

17,392,577.42 

$22,839,501.85 

$21,549,003.34 

$ 1,074,540.00 

$ 1,074,483.00 

4,197,318.00 

3,497,765.00 

$ 5,271,858.00 

$ 4,572,248.00 

2,164,000.95 


i>i74,7S°-94 

38,835.25 

$16,578,393.84 

$16,937,920.09 











































NOTE 1 


GENERAL NOTES 


Following the policy adopted in 1939, the statements for 1941 and the comparative 
statements for prior years have been prepared by consolidating with the parent company 
only the wholly-owned domestic and Canadian subsidiary companies. 


NOTE 2 

Assets in Canada included in the consolidation are as follows: 

December 31, 1941 


Current Assets. $4,471,171.98 

Current Liabilities. 1,219,042.53 

Net Current Assets. $3,252,129.45 

Deferred Charges. 51,303.29 

Fixed Assets, less depreciation. 2,1 92,59 9.55 

Total. $5,496,032.29 


December 31, 1940 
$3,744,137.82 
565,029.84 
$3,179,107.98 
31,545.70 
2,259,353.71 
$5,470,007.39 


Canadian fixed assets have been shown at U. S. dollar cost at date of acquisition, less 
depreciation; other Canadian assets have been converted into U. S. dollars at year-end 
official rates of exchange. 


NOTE 3 

The investments in and advances to nonconsolidated foreign (European) subsidiary 
companies are carried at cost, at December 31, 1941 of $1,604,623.01 and at December 31, 
1940 of $1,605,455.94. Interim statements received indicate no impairment in the financial 
condition of the companies. Dividends were received during 1941 from two nonconsolidated 
foreign subsidiary companies amounting to $88,454.63. 


NOTE 4 

Inventories of Grain, Materials, Products and Supplies; Government Securities; Mu¬ 
nicipal Securities; and Company’s Capital Stock (for employees) are at cost or market, which¬ 
ever is lower, on the basis of specific items within each classification. As to inventories, 
market is considered to be replacement market and is applied to grain, materials, and 
supplies, and to basic materials in manufactured product; no intercompany profits are 
included. Cost of goods sold has been computed generally on a “first in, first out” basis for 
each class of inventory. 


NOTE 5 

Provision has been made for federal normal income taxes and surtaxes, and for all 
foreign income and profits taxes. No federal excess profits taxes are payable. 

NOTE 6 

The Company’s contingent liability with respect to guarantees of obligations of non¬ 
consolidated foreign subsidiary companies under loan agreements at December 31, 1941, 
was $1,705,564.21 and at December 31, 1940, was $261,795.60. 

The Company’s contingent liability with respect to foreign drafts discounted and open 
letters of credit at December 31, 1941, was $41,710.36 and at December 31, 1940, was 
$35,265.90. 




















NOTE 7 


In accordance with the plan approved by the stockholders October 21, 1938, the Com¬ 
pany made payments in 1941 of $1,337,997.76 (U. S. Funds), which together with previous 
payments make a total paid to December 31, 1941, of $5,984,757.40 for the purchase of 
Past Service Retirement Annuities in the United States and Canada. Though the Com¬ 
pany has no legal obligation to make further contemplated payments of approximately 
$2,600,000.00, such payments may be made in the discretion of the Board of Directors. 

The expense of the above described payments, less the related income tax effect, is 
shown as charged directly to surplus. For comparison with prior years the provisions for 
income and profits taxes for the respective years are stated before giving effect to the expense 
of Past Service Retirement Annuities; the tax effect, amounting in 1941 to $414,779.30, 
has been deducted from the related surplus charge. 


ACCOUNTANTS’ CERTIFICATE 

The Quaker Oats Company: 

We have examined the consolidated balance sheet of The Quaker Oats Company and 
its domestic and Canadian subsidiary companies as of December 31, 1941 and the related 
summary of consolidated income and surplus for the year ended that date, have reviewed 
the accounting procedures of the companies, and have examined their accounting records 
and other evidence in support of such financial statements. Our examination was made in 
accordance with generally accepted auditing standards applicable in the circumstances and 
included all auditing procedures we considered necessary, which procedures were applied 
by tests to the extent we deemed appropriate in view of the system of internal control. 
Examination of the accounts of the nonconsolidated English subsidiary, the investment 
in which is $521,847.75, has not been completed; under current war conditions we have 
been unable to make examinations of the accounts of the other nonconsolidated foreign 
subsidiaries. 

In our opinion, the accompanying consolidated balance sheet and summary of income 
and surplus fairly present the financial condition of the companies at December 31, 1941 
and the results of their operations for the year ended that date, in conformity with generally 
accepted accounting principles and practices applied on a basis consistent with that of the 
preceding year. 

(Signed) HASKINS & SELLS 
Certified Public Accountants 

Chicago, February 11, 1942. 
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